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Allison Greenwald
John Wong

The meeting covered matenal submitted to the FCC in the Joint Comments of the Motion Picture
Assocration of America, et al. on March 28, 2003, and Reply Comments on April 28, 2003, 1n
CS Docket No. 97-80 and PP Docket No. 00-67, and 1n Joint Comments on December 6, 2002,
and Reply Comments on February 20, 2003, in MB Docket No. 02-230.

The ex parte presentations focused on the following points:

e Adoption of a "Plug & "Play” regulatory scheme should be based on multi-industry
negotiations where all interested parties are provided an opportunity to participate.
Subpart W 1s not necessary 1o achieve interoperability of cable interface devices.

Subpart W 1ssues should be resolved by marketplace negotiations among content owners,
distributors and ultimately users.

o Subpart W forecloses new busiess models by imposing regulated, mandated content
usage rules.

e Content providers and other interested parties should have an opportunity to participate n
an open process to select new, protected outputs and de-certify previously protected
outputs that have been compromised

e Subpart W perpetuates the analog hole and discourages a complete transition from analog
to digital.

o The same product cycle concern that supports prompt action on Plug & Play requires
prompt action on Broadcast Flag. The first generation of Plug & Play receivers should
not be rolled out without the broadcast flag technology.

In addition, the attached document, "'Napster-1ization’ Threat of Video Content Growing,” was
handed out to some of the meeting participants.

In accordance with Section 1.1206 of the Federal Communications Commussion rules, this
original and one copy are provided to your office. A copy of this notice is being delivered to the
parties mentioned above.

Sincerely,
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Digitization Undermines Content Value Model

Early Evidence Suggests Video Copying Is Shadowing Audio Piracy...

Video Audio*

_ 18 mullion + 2 6 billion
Fies legally downloaded (monthly) (monthly)
Blank media shipped [6 milhon DVD-R 3 6 billion CD-R

(lan-May *03) ('02)

* Primarily audio files

...AND Hurdles to Widespread Video Copying Diminish As It Gets Easier to...

...Display Content

Wireless home networking solutions
geared toward video ntroduced this
year

..Capture Content
» 2Q03 comibined cable & DSL residential .
broadband lines of 18 5m, conservative
estimate over 25m lmes 1n 2 years

At 700 kbps 1t takes 15 hours to
download a high quality uncompressed
DVD movie, but only 2 hours to
download a typical compressed movie,
and ~30 minutes for TV shows

. Find Content
» Over a dozen widely-used P2P
file sharing applhications available
with 6-7m users daily
« 300k daily downloads of KaZaa .
software

« 70m+ downloads of DivX DVD
compression software

— 802 11g wireless networking
(W1F1) standard guarantees decent
video streaming capacity of up to
54 Mbps

— Ultra-Wideband 1s an 1deal
solution for video distribution at
short ranges, with streaming data

~60% yearly increase m disk storage

capacity and ~40% yearly decline in cost
per megabyte of storage

rates of 100 Mbps

...Compressing the Ability to Fully Monetize Content by Shortening Release Windows.

The “Release Window” [s Dependent on

+ Controlling trming of conlent release
¢ Oftering differentiated viewing windows
» Generating monetary success at each window

- . . - .
H , !

Revenue Trmic . -
Pay-Per-View  Cuble Pay TV Network Syndicated
{HBO, Showume) and Cable TV

Leading to the maximmzation of
revenue over an extended pernod of tume

Home Video
(DVDIVHS,
Purchase Renial)

Theaters

But “Release Window " Is Threatened As Consumers

» Gain earhier access o content through piracy
» Store content for extended and multiple viewings
= Redistribute content through copying or Internet

Pressuring revenue as the size and
tnming of each window 1s compressed

Less Time
i 5 & - ‘;
VA

e, ] .o . - T
|Rev §i , : i |

I heatery Huine ¥idea iy Per-View Calke Py TV Netwark and Cahle Syndicaed TV

Sources MPAA, RIAA. CEAL TV Adverlising Bureau, Yideo Business, Slyck com, Company reports, Precursor analysis

. Ultimately Threatening
Content Driven Revenues

Box Office
510b

T DVD/VHS
Liroadcas | \Puruhusechnlal
Ad i Y $20b

1——/Pn:m|um

Cable/Pay-Per-
View *

$49b

$120b

Total Content Driven
Revenucs

* [ncludes
vubscription/ad revenue

Visual Analysis Michael Chupeco/Kim Silhanek
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